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A tribute to Montana's past and its future, 
the“Great Montana Centennial Cattle Drive” 
celebrated 100 years o f Montana 
history and created a permanent endow­
ment, the Rural Development Fund, with the 
Montana Community Foundation. Proceeds 
from the drive and continued contributions 
will benefit rural citizens and their commu­
nities during Montana's 
second century.
Photo by Phil Bell
Article by Emily S. Rosenberg
Editor's note: The following was adapted from a conference talk given by the 
author in June, 1992. Proceedings from that conference—"New Economic 
Regionalism in the Rocky Mountain West’—w ill be available in early 1993. 
Contact Bob Frazier, (406) 243-2311, fo r more information.
w hen I was growing up in Buffalo, Wyoming, there used to 
hang a sign in the Busy Bee Cafe. I saw it repeatedly while eating my 
pie. It read:
[In Wyoming] The average man rises in the morning from 
his New England sheet, he shaves with “Williams” soap and 
a Yankee safety razor, pulls on his Boston boots over his 
socks from North Carolina, fastens his Connecticut braces, 
slips his Waltham or Waterbury watch in his pocket, and sits 
down to breakfast. There he congratulates his wife on the 
way her Illinois straight-front corset sets off her Massachu­
setts blouse.... At the same time he reads his morning 
paper.. . probably edited by a smart journalist from New 
York City.
Lest you think I commit to memory whatever hangs on restaurant 
walls (or that I ate pie that many times), let me explain how I know the
jnxxMAJiicm
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Busy Bee sign’s precise text. Years later, 
while doing research for my doctoral 
dissertation in New York, I ran into the 
original source, Englishman William T. 
Stead. His sensationalist 1901 book,
“The Americanization of the World,” 
warned about the new American 
economic threat. It would, he grimly 
prophesied, spell the decline of British 
power, and make Britain an economic 
and cultural captive of the United States. 
(Incidentally, this book bears remark­
able similarity to a contemporary 
American genre targeting Japan—but 
that is another subject.)
I believe the Englishman’s book and 
the Busy Bee’s sign illuminate real 
concerns. Both express fear of domina­
tion by a dynamic economy centered in 
the eastern United States. And they both 
convey anxiety about their region’s lack 
of status, its economic dependency. 
Also, I believe the Wyoming wall 
hanging illustrates two further points. 
First, today’s regionally-based efforts to 
diagnose problems and promote 
economic health build on older tradi­
tions of regional identity and on
continuing anxieties about structural 
imbalances. Second and more impor­
tantly, the sign reflects major themes in 
Western history: in particular, the 
region’s economic dependence, and a 
cultural style that expresses what 
Western historian Patricia Limerick calls 
the “motif o f victimization.”
As Limerick points out, the motif of 
victimization attributes misfortune to 
the nefarious doings of outside forces. 
One early formulation blamed Indians: 
So-called captivity narratives and 
countless fictionalized variations of 
Custer’s “last stand” continually 
reembroidered the idea that white 
Westerners were weak, innocent 
victims of Indian power. Another 
formulation blamed Easterners—as in 
the Busy Bee’s wall hanging—or the 
federal government, which was often 
seen as a creature of Eastern interests. 
Such expressions of victimization run 
fairly continuously through the Rocky 
Mountain region’s dominant culture.
The following paper sketches some 
basic structural features of this region’s 
highly dependent economic order, an
order which took decisive shape about 
a century ago and which I call the “New 
West.” In simplified terms, the “New 
West” was based on two “E” words: 
extraction and exclusion. By contrast, 
we are currently in a transition period to 
what might be called the “New, New 
West.” Emerging for the next century, 
the New, New West will, I argue, 
reverse the “E” trends and usher in a 
“D” trend: diversification—both 
economic and social. Finally, I will offer 
a few comments, both hopeful and 
cautionary, about the Rocky Mountain 
West’s “New Regionalism.”
Extraction
Let’s look briefly at the New West of 
the double “E.” “Extraction” refers to 
the broad condition of econom ic 
dependence on the use o f largely 
unprocessed natural resources.
The Rocky Mountain West of the 
past relied on drawing off natural 
riches. Mines, lumber companies, 
ranchers, and farmers all extracted 
exportable surpluses from the land; 
railroad builders carried these primary
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commodities to distant processors and 
global markets.
Some obvious negative conse­
quences and limitations accompanied 
this kind of economic order. A high 
degree of commodity specialization in 
Rocky Mountain localities meant that 
fluctuations in far away markets—even 
more than local hard work or determi­
nation—set the parameters o f prosperity 
on Main Streets. The copper market 
quickly affected Butte’s fortunes; potato 
prices had a similar influence in south­
ern Idaho. Like many third world 
nations with comparable reliance on 
single, primary commodities for export, 
the Rockies experienced cycles o f boom 
and bust; environmental degradation; 
and a lack of local control which, in 
turn, bred cynicism and distrust of 
outsiders’ power—elements of the 
victimization motif.
Ironically, the most visibly prosper­
ous periods often exacted the greatest 
long-term damages. Instead of promot­
ing the export-led growth that might 
have been generated in a different 
political economy, high profits arguably 
entrenched an even greater resource 
dependency. So-called free market 
forces, shaped by decisions and plans 
made in distant markets and board- 
rooms, created instability in many local 
Rocky Mountain economies.
Government land policy and public 
projects often provided a measure of 
countercyclical spending that cushioned 
the instabilities o f dependency. The 
Rocky Mountain region, perhaps more 
than any part o f the country, was 
shaped by federal expenditures. First 
came spending for forts and Indian 
wars; then for transportation infrastruc­
ture and land management projects; and 
recently, for military installations.
But as with dependent economies 
everywhere, this flow of money never 
produced a grateful or easy relation­
ship. The more people in Rocky 
Mountain states relied on federal 
projects, the more they hated federal 
government’s interference and control
over land use. William Graff, a historian 
of the so-called “sagebrush rebellions,” 
has written that “The rancher, miner, 
logger, and water developer sought to 
be free of federal bureaucratic entangle­
ments. ... Yet, at the same time, they 
sought from the federal government 
farm subsidies, mineral price supports,
below-cost timber contracts, and 
reclamation projects.” Graff’s work 
shows how rhetoric about regionalism 
and regional independence became 
central to a long tradition of anti- 
Washington crusades.
Thus, the motif o f victimization— a 
consequence of ongoing economic
4 Montana Business Quarterly/Winter 1992
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“The Rocky Mountain West 
o f the past relied on drawing 
off natural riches. Mines, 
lumber companies, ranchers, 
and farmers all extracted 
exportable surpluses from the 
land; railroad builders carried 
these primary commodities to 
distant processors and global 
markets....Like many third 
world nations with comparable 
reliance on single, primary 
commodities for export, the 
Rockies experienced cycles o f 
boom and bust; environmental 
degradation; and a lack of 
local control which, in turn, 
bred cynicism and distrust o f 
outsiders' power—elements of 
the victimization motif. ”
Photo on page 4 
provided by The 
Oregonian. Photos on 




dependency—targeted both Eastern 
interests and so-called “federal 
bureaucrats.” In fact, the terms “green­
horn” and “bureaucrat” became almost 
synonymous pejoratives, reflecting a 
deep-seated cultural distrust o f outside 
experts and governments of all kinds.
Exclusion
The second E-word, exclusion, 
refers to a process of enforcing cultural 
uniformity. It is a shorthand way of 
saying that the New West of the 1890s 
was decisively shaped by the spread of 
European-based culture.
The older “Wild West” of the mid­
nineteenth century took much of its 
unsettled character from the clash of 
cultures, including many native Ameri­
can, European, and Chinese groups, the 
latter imported as railroad and mine 
laborers. Toward the late nineteenth 
century, however, a variety of new
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policies and laws ensured the West 
would be settled from Eastern America 
and Europe—not from Asia or by 
natural increase of native inhabitants.
Turn-of-the-century racial science 
assumed white superiority. Reflecting 
that doctrine, restriction laws stopped 
Asian immigration. Meanwhile, a wave 
of European immigrants entered 
America between 1890 and 1914, and 
land policies encouraged them to move 
westward. The reservation system was 
actively enforced, and 
that, coupled with 
widespread fraud, 
reduced the land base of 
Indian tribes, which 
continued to suffer long­
term numerical decline.
Thus, the Rockies—once 
a cultural caldron—R  
became the nation’s 
whitest and most racially homogeneous 
region.
But today, I would argue, the era of 
extraction and exclusion is coming to a 
close. A New, New West is emerging, 
one that will differ sharply from the past 
century’s dominant patterns. What will a 
restructured Rocky Mountain region 
look like? Let’s examine the contrasts.
Economic Diversification
First of all, the emerging New, New 
West is characterized by economic 
diversification. The Rocky Mountain 
states grow ever less dependent on 
extractive industries. This slow shift 
away from natural-resource depen­
dency has proceeded at different rates 
within the region. But for many locali­
ties, World War II marked an important 
transition.
The war required vastly expanded 
production capacity, and some new 
plants were located deep in the coun­
try’s interior. The interior was arguably 
more secure than the already heavily 
industrialized coasts. Moreover, plants 
in the interior were closer to raw 
material supplies, and so saved
transportation costs. Between 1939 and 
1947, for example, Colorado more than 
tripled its manufacturing segment — 
from $90 million to $280 million in eight 
years. Cold war military spending also 
had an impact on Colorado’s continuing 
diversification. Colorado Springs 
emerged as a favored site in what a new 
book calls the postwar “Rise of the 
Gunbelt.”
Other events also forced economic 
diversification on the Rocky Mountain
region. A deep slump in primary 
commodity prices in the early 1980s 
dealt a crushing blow to the old extrac­
tive and dependent order. Copper 
mines around Butte and Anaconda 
closed and reorganized; the timber 
industry came to a standstill; 100-year- 
old ranches slipped into bankruptcy; 
and farms, always marginal in this 
drought-ridden region, collapsed under 
the stress o f high-interest loans made in 
the late 1970s.
Thus, restructuring and diversifica­
tion became not just a matter of eco­
nomic choice, but the only alternative to 
massive outmigration. Some scholars 
(Frank and Deborah Popper, for 
instance) advocated that the arid region 
from the Great Plains to the Rockies be 
emptied of people and become a 
“buffalo commons.” But Westerners 
scoffed at such suggestions and 
searched for other assets. The 1990 
census showed, to the amazement of 
many, that all Rocky Mountain states 
had posted moderate population gains. 
Rural areas continued to decline, but 
large and mid-sized regional centers 
grew.
What assets held and even drew
population during the economically 
troubled 1980s? And can they increas­
ingly turn the region away from depen­
dence on extractive industries and 
coastal markets? Mining, timber, agricul­
ture, and ranching remain vital to the 
region’s economic health, but many 
local economies are becoming more 
diversified. Growth has accelerated in 
secondary processing and in new, 
dynamic sectors such as recreation, 
leisure, health services, high-technol­
ogy, and specialized 
manufacturing. This kind 
of diversification is 
clearly a critical asset, 
and promoting it is key 
to the region’s future 
economic growth and 
stability.
In addition, the region 
may find new opportuni­
ties as trade internationalizes. The North 
American Free Trade Agreement could 
|bring new markets, new trading ties, 
and a reorientation away from the 
generally east-west economic connec­
tions that have characterized both 
Canadian and U.S. Rocky Mountain 
regions. Increased north-south connec­
tions cpuld have both economic and 
political consequences. (For more on 
this subject, see Larry Swanson’s article 
in the forthcoming conference proceed­
ings). A healthy interdependence 
among many parties could decrease the 
region’s historically lopsided depen­
dence.
The Rocky Mountain region has 
many riches beyond those that can be 
taken from the ground and shipped off, 
assets that could help diversify its 
economy. One still-underdeveloped, 
highly valuable, and environmentally 
safe asset: its powerful cultural images. 
Imagery from this “landscape region” 
has long been an advertising and 
entertainment resource, but the profits 
have largely been pumped elsewhere.
Marlboro cigarettes, for example, 
used symbols o f the Rocky Mountain 
West to develop international
“Thus, the Rockies—once a cultural caldron—became 
the nation's whitest and most racially homogeneous 
region. But, today, I would argue, the era o f extraction 
and exclusion is coming to a close. A New, New West is 
emerging. . . ”
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advertising’s most successful campaign 
ever. The campaign was considered 
such a spectacular specimen of the 
genre that it has been thoroughly 
documented and preserved in the 
Smithsonian Institution’s Museum of 
American History collection.
However, Marlboro was hardly the 
first entrepreneur to achieve global 
success by marketing images of the 
West. Buffalo Bill’s Wild West Show, for 
instance, was the first product of 
American mass culture to sweep foreign 
markets; and “Western” 
movies helped make 
Hollywood the world 
capital o f film. Many 
people in the Rocky 
Mountain West want to 
escape this imagery and its 
stereotyping—again, 
feeling victimized by outsiders who 
project their own fantasies and dreams 
onto a landscape in which they have no 
real stake. But I believe rejecting these 
images is a mistake; better that the 
region’s people work to reshape and 
control—not to escape—these im­
mensely profitable images.
It is important to stress that the 
Rocky Mountain region has, so far, 
profited the least from its own un­
matched international renown. Tourism 
has great potential for capturing more 
profits within the region; so-called 
ecotourism is especially promising in 
this regard because it can have high 
economic but low environmental 
impacts. Calgary, Cheyenne, and other 
cities already have well-known and 
popular western-oriented festivals.
Many other inventive uses of Rocky 
Mountain images could boost global 
sales of this region’s products. Rocky 
Mountain regionalists face the interest­
ing task of figuring out how to convert 
the most positive and widely-recog­
nized images in the world into interna­
tional marketing opportunities that 
boost this region’s economy.
As the region outgrows its
dependence on natural-resource 
extraction, sustainability will increas­
ingly become the watchword of devel­
opment. In the past, U.S. conservation 
and environmental movements were 
often led by people not bom in the 
West. They were often portrayed in this 
region as the creatures of Eastern 
sentimentalists or meddlesome bureau­
crats. But, for a number of reasons, the 
movement for sustainability is now 
developing greater bases of support 
within Rocky Mountain communities.
These reasons have less to do with 
sentiment than with economics.
First, natural beauty has growing 
value as an economic commodity; this is 
reflected in rapidly increasing numbers 
of people with an employment stake in 
its preservation. Second, environmental 
damage of the past has done observable 
harm to westerners’ economic and 
physical health. Third, resource man­
agement along the lines of regions, 
ecosystems, and biosystems —rather 
than political borders—is philosophical­
ly and practically more in tune with 
current science and with the 1990’s 
emerging regionalism. Residents’ 
desires for jobs, health, and regional 
self-control, then, may promote greater 
acceptance of sustainable practices in 
the Rocky Mountain West.
If economic and political depen­
dence and exploitation of resources 
have characterized the region’s past, 
diversification and sustainability seem to 
be its future. In fact, these trends are 
already well underway. But to become a 
flourishing reality, the New, New West 
will need both private creativity and 
strong public policy.
Cultural Diversification
Another contrast with the past is the 
region’s increasing cultural diversifica­
tion. As with economic life, World War 
II and the 1980s brought dramatic 
changes to the region’s demographic 
make-up. New defense-related indus­
tries in the 1940s and 1950s broke down 
some of the region’s racial insularity. 
These new urban and industrial jobs 
attracted larger numbers of African- 
Americans, Indians from rural reserva­
tions, and Mexican- 
Americans. Mexican- 
American agricultural 
workers not only swelled 
the stream of migrant 
labor during those years 
but also created more 
settled, permanent 
communities in towns 
throughout the region.
The 1970s and 1980s also brought a 
strong influx of new immigrants. They 
came not only from Mexico, but from 
Central America and Southeast Asia as 
well, areas heavily affected by United 
States foreign policy. In the 1990s, social 
institutions (such as schools) increas­
ingly reflect these demographic shifts. 
Thus, cultural diversification, like 
economic diversification, is not simply a 
choice facing the Rocky Mountain 




In some ways, economic and cultural 
diversification complement and support 
each other. Contributions from a variety 
of cultural groups can help diversify 
both markets and production. Also, the 
internationalization of trade generally 
will work to break down cultural, as 
well as economic, insularity. Groups 
that already span borders, such as Native 
Americans and Mexican Americans, 
might be natural supporters and bene­
ficiaries o f pan-national regionalism.
“A New, New West is coming to the Rocky Mountains. 
Both the region's economy and its workforce will be more 
diversified, internationalized, and urbanized. ”
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But the two kinds of diversification 
—economic and cultural—can work 
against each other as well, and it is this 
potential problem I turn to now. Many 
supporters o f the New Regionalism 
righdy emphasize its positive possibili­
ties; but they should also anticipate its 
contradictions. In particular, I invite us 
all to think deliberately and consciously 
about who in the region is included in 
the “we” to which “we” keep referring.
Restructuring always accompanies 
movement from one economic/cultural 
order to another. And almost by defini­
tion, that means instability. Restructur­
ing shifts resources and jobs, creating 
both winners and losers. Any area with 
a rapidly changing economic base 
experiences a rise in social tensions. In 
many places across time and space, 
rapid economic restructuring has been 
linked to upsurges in fierce ethnic, 
racial, or gender loyalties, and to 
intense hatreds for other groups. Think 
of the South after the Civil War, or 
Germany in the 1930s. Today’s news 
also provides vivid examples; witness 
the economic and ethnic turmoil in 
Eastern Europe and the former Soviet 
Union.
How can the Rocky Mountain states 
be exempt from such pressures? The 
effects of diversification, international­
ization, sustainability, and urbanization 
will harm some people—especially 
those dependent on declining resource- 
based industries and those living in 
rural areas with little recreation poten­
tial. Where people and communities see 
their economic security linked to the 
past but are uncertain about the future, 
resentments may flare, drawing on the 
historic themes of victimization. Free 
trade and environmental issues are and 
will be flash-points.
In addition, restructuring could 
disadvantage victims of historic dis­
crimination. They may lack the accumu­
lated assets, entrepreneurial know-how 
and connections, perhaps even the 
language skills to take advantage of
new opportunities, and so fall further 
behind. Though it is by no means 
certain, economic diversification may 
end up bringing aggregate economic 
growth. However, if that growth is 
channelled only to narrow sectors o f the 
population, it could produce declining 
opportunities and more, not less, 
poverty. As society and the workforce 
become demographically more diverse, 
economic diversification could, ironical­
ly, accentuate inequalities and tensions.
Strong public policy can provide an 
important cushion against the economic 
blows that otherwise might widen social 
divisions and resentments. Rocky 
Mountain policymakers must make 
special efforts to diversify diversifica­
tion—that is, to spread the hoped-for 
advantages of new opportunities across 
lines o f race, gender, and income. 
Regionwide policy options worth 
considering include encouragement for 
trade-networking, flexible manufactur­
ing networks,
microenterprise development, advanced 
communications and transportation 
infrastructure, high-quality educational 
institutions, and regional environmental 
planning.
But it is well to remember the 
region’s powerful historic distrust of 
“experts,” “bureaucrats,” and “govern­
ment.” Private groups as well as public 
officials should also spur these agendas.
Conclusions
Worldwide, economic restructuring 
and population movements of the 1970s 
and 1980s have been linked to regional 
redefinitions and to revivals o f regional- 
ist loyalties. Regionalism is making its 
mark in Canada, the old Soviet Union, 
the old Yugoslavia, and throughout 
Africa; the new Europe—with German 
unification and the Maastricht integra­
tion movement—also represents a 
regional redefinition. These examples 
suggest that regionalism can be a 
constructive response to changing 
times, providing a sense of identity,
initiative, self-definition; and that it can 
be an expression of empowerment 
within a larger system. But each exam­
ple contains a warning, too. Regional­
ism can also amplify motifs o f victimiza­
tion, and thereby heighten distrust of 
difference, revive old hatreds, and 
enforce the narrowest kind of conformi­
ty-
A New, New West is coming to the 
Rocky Mountains. Both the region’s 
economy and its workforce will be 
more diversified, internationalized, and 
urbanized. These trends may bring 
greater stability and contentment; or, 
restructuring may breed divisions and 
hatreds. Everything will depend on the 
shape of the new order, and on who is 
included in both its planning and its 
benefits. As a socially diverse movement 
accompanied by strong public policy 
initiatives and private-sector creativity, 
the New Regionalism can become a 
dynamic economic and cultural force. If 
we assume older notions of homogene­
ity, or if we are blind to cultural change, 
the New Regionalism could accelerate 
fragmentation and social discontents. ■
Emily Schlaht Rosenberg is professor 
o f history at Macalester College in St. 
Paul, MN, the author o f several books 
on recent American history, and a 
consultant on econom ic development.
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On November 10, Governor-elect Marc Racicot 
met with Bureau director Paul Polzin and 
editorial coordinator Marlene Nesary to 
discuss state-level economic issues. Though 
shortened somewhat because o f space 
limitations, the following addresses all the 
major points o f the interview.
S om e  P e r sp e c t iv e s  o n  
M ontana's E c o n om y
MBQ: What w ill be your first priority on  taking office 
in January?
Racicot: The first priority is making certain we create jobs. 
Everybody in the food chain is dependent on it. We need jobs 
to provide a consistent source o f revenue for needed and 
necessary services. How do you go about that? The first step 
... has to be spending reform. And I’m not talking about some 
mindless scheme that’s designed to simply pander to the 
public, or bash government. I’m talking about a value- 
oriented process where we look at governmental delivery 
systems and make certain they’re providing a dollar’s worth 
of service for every dollar invested.
Secondly, against the backdrop of a responsible govern­
ment, we have to get on with tax reform. We want to equalize 
the tax burden in the state and make certain we don’t any
longer drive away entrepreneurial possibilities—most nota­
bly, in the area of personal property taxation and income 
taxation.
We’ve put forth a proposal [that will be] critiqued and 
examined and scrutinized, [but which] is designed to jump 
start the economy, address the budget deficit, and has true tax 
reductions. In my view, Montanans will not dispassionately 
consider tax reform unless it meets those criteria.
MBQ: What can you d o  to jum p start the econom y?
Racicot: [We need] fertile soil upon which the seeds of 
economic development can drop. Extraction has been our 
history ... and the focus of all opportunity for jobs in Mon­
tana. The challenge of the future is to utilize resources in a 
steward-like way, add value, and ... sustain the yield year 
after year.
MBQ: Most o f  what you’re talking about is a long-term  
process. I’m curious about the “jum p start” part o f  it. 
What specific things can be d on e to jum p start an 
econom y like Montana’s?
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Racicot: It’ll take very 
fortunate circumstances as 
well as a great deal of 
cooperation to get this issue 
to the fore quickly and have 
it addressed. But I don’t 
think you’re going to see 
any kind of meaningful 
economic development in 
the state of Montana until such time as we correct and bring 
some balance to our tax system and our Workers’ Compensa­
tion difficulties.
MBQ: Montana’s econom y essentially went on  the 
ropes about 1981,1982. Since that time, w e’ve had two 
administrations, on e Democratic, on e Republican. 
We’ve had umpteen Department o f  Commerce heads, a 
host o f  w hom  were bright and capable. They’ve all 
addressed developm ent and Montana’s econom ic 
doldrums, but none was successful in changing the 
events from  1982 to this date. What can you do differ­
ently?
Racicot: Well, I think the urgencies are different now. There 
was always a path of least resistance to be pursued ... and 
some relief valve. But the relief valves have disappeared. 
There are no more savings accounts. We can no longer 
prepare for the future using bandaids and bubble gum. So I 
think the extraordinary difficulty w e’re confronting presents a 
great deal of opportunity. What’s changed is not necessarily 
the talent and leaders, but the circumstances in which they 
operate.
MBQ: Should privatization play a role in Montana’s 
future? If so, what elements o f  state government do you 
consider likely candidates for that?
Racicot: Privatization hasn’t always been viewed in a 
positive light over the last four years, but I believe there are 
definite possibilities. Some [recent candidates! were rather 
unfortunate, however. Liquor [involves! a very complex 
delivery system with a great deal o f governmental intrusion 
built into it, and a great deal of investment by private people 
and entrepreneurs based upon that governmental control. As 
a consequence, privatizing [the liquor monopoly] became 
very volatile.
A number of other areas could be looked at. For instance, 
various data processing companies and the Department of 
Administration are discussing [privatization! proposals.
They’re talking about everything from assuming [government! 
employees, to purchasing their own facilities, to utilizing the 
equipment that they manufacture. In addition, we have
training facilities within a 
number of different depart­
ments. Could vo-tech 
schools, the university 
system, or the private sector 
provide less expensive, but 
still flexible training services? 
Some things are more difficult 
or controversial, [like] 
corrections or other services in the institutional area. But I 
think things like motor pools offer tremendous opportunities.
MBQ: What d o  you anticipate w ill be your greatest 
challenge pr ior to the legislative session?
Racicot: There are two: get the Cabinet in place; and 
establish a meaningful relationship with the Legislature. 
Fortunately, I have a fairly long history with individual 
legislators, and personal relationships I can rely on. I’ve met 
with the legislative leaders, intend to meet with them again. 
Our tax reform proposals and budget proposals are presently 
being drafted. And w e’re going to sit down and discuss those 
collegially before the session begins.
MBQ: During the campaign, both candidates talked 
about reinventing government. Minim izing  the layers 
in a bureaucracy is often cited as a useful reinvention 
technique. Assuming that actual consolidation o f  units 
is politically untenable, how  w ould you apply that 
technique to Montana’s higher education system? 
Specifically, what layers cou ld  o r shou ld be trimmed?
Racicot: Any decision like that must be made on the basis of 
facts. And from the data I’ve seen, consolidating units 
wouldn’t produce substantial and significant cost savings. 
Obviously, when w e’re $800 million in debt, we have to look 
at it. But I don’t perceive any savings there. Students still have 
to be educated someplace; that requires buildings and faculty 
no matter what the locale. Unless new facts emerge, I think 
it’s time to put that discussion to rest.
As for duplication, some necessity—and certainly a 
demand—exists for more than one area or unit to offer 
degrees in certain disciplines. But the public also expects us 
to eliminate any unnecessary duplication of programs. 
Consolidation may be possible in the administrative arena, 
but the facts aren’t in yet, so I don’t think we ought to guess 
or speculate about that.
MBQ: What about the prospects for adding programs? 
For instance, n o  Ph.D.s in history are available in 
Montana.
“...I don't think you're goin g to see any kind o f 
meaningful econom ic development in the state o f 
Montana until such time as we correct and bring 
some balance to our tax system and our Workers' 
Compensation difficulties. ”
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Racicot: Reinventing government is not some sort of 
antiseptic, mindless process. Some arenas may be eliminated 
or reduced or reformed, but others will justify an increase or 
expansion. I don’t think there’s any question about that.
But economic development programs in seven 
departments or job training programs in three departments— 
those things are frustrating to the public. Our budgeting 
process doesn’t make sense. You take last year’s budget, add 
inflation factors, and that becomes this year’s base, with no 
inquiry to determine whether the program ’s needed or 
necessary in the first place. Reversion of all funds at the end 
of the fiscal year doesn’t make sense either. For instance, I 
can’t move people or money around in this agency of 650 
employees without the permission o f the Legislature. I could 
produce more savings if they gave me the flexibility to 
manage this agency on a day-to-day basis, holding me 
accountable at the same time. Let’s start doing things that 
appeal to p eop le’s incentive, their intuition and creativity.
MBQ: You m entioned h ow  budgets are calculated—on  
last year’s base plus inflation. In your scenerio, w ho 
would make the determ ination that last year’s budget 
was, o r was not, the right base to begin  with? Who 
would have the authority?
Racicot: Some attempts are made now. Ultimately, the 
Legislature has to be an intimate partner. But I believe agency 
executives have an obligation to report whether or not, in 
fact, they’re performing their mission. The person sitting in 
that particular office, and the governor in conjunction with 
the Office o f Budget and Program Planning must make 
intrusive inquiries and value judgments: Is this agency 
performing as designed? Is it still needed? Should it be 
expanded?
MBQ: But doesn’t such auditing power, when it’s in  the 
Governor’s Office, m ore directly politicize the process?
Racicot: Actually, it’s there presently. That’s why the require­
ment that everything be funneled through the Office of 
Budget and Program Planning.
MBQ: What w ould be the difference?
Racicot: I think we need more intrusive inquiries, more in- 
depth examination, more explicit value judgments about 
individual programs. Until adversity stares you in the face, the 
status quo is maintained. That’s how it is with budgets. When 
I was a bureau chief and our budget was presented to me, I 
simply said, “Well, this is the base; these are inflation factors; 
we can live within that,” and that went right back to the 
Budget Office. And the Budget Office pretty much accepted
that as well. Well, adversity is going to require us to look at 
how w e’re doing business. Can we do it better?
W e’ve had one striking example here in this department. 
Our vehicle-titling and registration system had not been 
altered since 1930. With the help of the treasurers' offices, we 
converted to an automated system that is more accurate, faster, 
and does all the accounting for the counties. W e’ve been able 
to downsize this department by thirty employees through 
attrition and a million dollars in savings. That inspired people 
... they were working toward the provision o f a better service. 
It offered the opportunity for success and provided substantial 
savings. That’s the kind of mentality we have to bring to 
government statewide.
MBQ: What is your princip le goa l fo r the upcom ing 
legislative session? How do 
you p rop o se  to attain it?
Racicot: Our principle goal is, as 
I mentioned, the creation of jobs 
through tax reform, appropriate 
reductions in government spend­
ing, and addressing Workers’
Compensation and other essential 
issues, like health care or educa­
tion funding.
MBQ: What is you r view o f  Executive-Legislative rela­
tions? Specifically, h ow  d o  you perceive that your 
administration w ill w ork with the Legislature?
Racicot: I do have some history in that regard, having served 
as an elected official for the last four years. The person who 
sits in the governor’s chair has an obligation to set the tone 
and to demonstrate the kind of attitude that allows for respect 
for diversity, patience, persistence, remaining sustained in 
on e’s principles, but at the same time, trying to marshall the 
kinds of consensus that are necessary to address the problems 
that confront us. So I’m looking forward to very open, and 
very personal relationships with legislators. In the past I’ve 
rolled up my sleeves and spent a great deal o f time on the 
third floor. I listen, and recognize that one person does not 
unilaterally determine anything in a democracy. You don’t 
keep accounts on people. Attitude is important. Patience is 
important. A respect for all involved is important and a 
recognition that this is a process o f collaboration.
MBQ: What specific measures d o  you personally favor 
fo r fix ing the Workers’ Compensation disaster?
Racicot: There are two problems: The old fund and its 
unfunded liability; and the new fund [which] possesses many
“We can no 
longer prepare 
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of the same dynamics and is apparently confronting an 
unfunded liability.We’ve had some rather unusual proposals 
recently from a Swiss insurance company, which has made a 
proposal to take the old fund off our hands for $370 million 
dollars—substantially less than $450, but still the state would 
have to find $370 million. And obviously, they intend to make 
a profit in that process, although the proposal is new enough 
that I have not yet had the opportunity to review it in detail. 
Our first priority is not to see another payroll tax placed upon 
employers and employees; it’s a matter of fairness. We would 
prefer, instead, that a portion of any tax reform proposal be 
utilized for that deficit.
In reference to the new fund, I think a number of things 
have to happen. One, w e’ve got to drive down premium 
costs. And w e’ve got to make the system stable and consistent 
enough to invite competition from the private sector. We 
need more aggressive safety and prevention. We don’t even 
have a mandatory safety program in state government, [yet] 
safety and prevention programs work. They prevent injuries 
and avoid costs. Fraud investigation certainly isn’t the solution 
all by itself, but it should be more aggressive. Presently, we 
have one fraud investigator in the state, and that’s it.
The central component of control is claims management. In 
many instances, there is some delay between claim filing and 
claim managing. As a consequence, the litigational atmo­
sphere becomes irretrievable and very expensive. Also, we 
need to properly monitor and check injuries: Check with the 
employer, employee, and provider; monitor recovery and try 
to make early provision for people to return to work. I’ve 
examined programs within a number of private companies 
and overwhelmingly, proper claims management allowed 
them to achieve substantial cost savings. Workers’ Compensa­
tion claims may, in fact, be a good candidate for out-sourcing, 
or private sector involvement.
Definition of injury and the rules o f liability have to be 
examined as well. Have we gone far afield from the original 
intent of the program? Eighty years ago the intent was to take 
care of injured employees, nurture them back to good  health 
or compensate them for a career-ending injury, in exchange 
for a promise that they would not sue the employer. Now we 
have those who may stop driving at day’s end, pursuant to 
company orders or federal regulation, and then go  out to 
eat—not in their truck or tractor—get injured and then 
receive Workers’ Compensation benefits for that. Is that a 
part o f the original understanding? Is that the definition of 
injury and rule of liability we think appropriate?
It will be necesssary as well to look at legal reform. That 
sends up all kinds of red flags, and people tend to react very 
volatilely. But just like the area of university funding or any 
other problem, we have to make decisions on the basis o f 
facts. And we have to determine precisely whether or not 
there are abuses in the system. We have to determine what
underlying policies need to be made, and then make deci­
sions based on policy.
MBQ: But the buy-out is really contingent on  som e new  
funding. What happens if that new funding source isn ’t 
found?
Racicot: Well, then we will have to turn to alternative 
mechanisms. We have stated plainly and precisely what our 
first priorities are, recognizing that circumstances will have to 
be right for ... them to be implemented. If that doesn’t 
happen, then we must have alternative means, the variety of 
which, I think, is virtually unlimited.
MBQ: How d o  you p rop ose  to impact the University 
System before you have a chance to appoin t new 
Regents?
Racicot: The Governor is an ex officio member of the Board 
of Regents, though not a voting member. I intend to be fully 
available and to participate as much as is possible within the 
bounds of law, tradition, and expectation. I’m simply not 
going to be part o f any process that compromises quality. If 
that means the only solution, after w e’ve taken an inventory, 
is to secure more resources then that’s precisely what I’ll do.
MBQ: The measure to have an Indian on  the Board o f 
Regents fell during the last election. But it does look  
like board com position, at this point, is fairly specifi­
cally constrained in terms o f  job, history, gender and 
race o f  Regents. I’m  not asking about quotas here. I’m 
not necessarily recomm ending them. But shouldn’t 
powerful boards reflect their constituency just as a 
principle?
Racicot: Are you asking whether or not political affiliation or 
allegiance would be a part o f the selection process from my 
perspective? The answer is no.
MBQ: What are you look in g for then? [And] what role 
does diversity play?
Racicot: Diversity plays, I think, a very important part. 
Virtually every appointment requires the consideration of 
balance, regardless o f what characteristic you’re balancing, 
whether it’s gender or race or professional diversity. But 
transcending all those [characteristics], and assuming all 
should be rightfully considered and balanced, is the notion 
that you have to have competence and character and commit­
ment.
MBQ: Montana has an arid climate and has suffered
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several years o f  drought conditions. Agriculture, the 
state’s largest basic industry, is the sta te’s largest 
consumer o f  water resources; som e w ou ld say it’s also 
the state's largest polluter o f  water. On the other hand, 
the state also has continu ing pressures from  both  
inside and outside for m ore and purer water. Is this a 
conflict? D oes Montana have enough  water?
Racicot: Montana is a watershed state. Water is and will 
continue to be our most valuable natural resource. It’s 
coveted; it’s the envy of downstream states and federal 
entities. We’re presently negotiating water compacts with 
Montana’s Indian tribes as well as other federal reservations 
like the parks and BLM. We’re involved in suits with down­
stream states. W e’re dealing with the Columbia River system 
to make certain we can retain reservoirs that allow for the 
proliferation of our natural resources here. There’s no doubt 
that water will be a topic o f litigation and discussion and 
conflict for a long time to come.
I believe in the existing laws; I believe they ought to be 
enforced as written and as intended. Decisions must be 
factually grounded. Your question assumes, ‘some would say' 
that [agriculture’s] the largest polluter. But in the area of water 
development or of any other natural resource, all decisions 
must be made on the basis o f the facts as we see them. That’s 
the process w e’ve gone through with the Streamside Manage­
ment Act. I think the timber industry has been a very respon­
sible partner in the formulation of that particular act. Industry 
in Montana recognizes that they will not be around very long 
if they don’t take care of their water. I’ve witnessed a lot of 
agricultural operations that have done marvelous things to 
protect the resource all the way from reconstruction of 
streams to managing cattle or sheep in a way that preserves 
the resources available to them.
MBQ: Is there a study underway o r  envisioned that 
would look  at the sta te’s largest water polluters? Exam­
ine pollution levels s o  that w e w ou ld have a com pre­
hensive sense o f  the facts?
Racicot: I’m not aware of one that comprehensively looks at 
it. There have been a number of inquiries by various entities, 
but [these are] not taken from the same perspective and 
interpreted and integrated together.
MBQ: Would it be a worthwhile thing to do? Given the 
fact that w ater’s go in g to be such a contentious issue?
Racicot: Well, w e’re certainly doing it in reference to 
quantification and with the Department of Natural Resources 
and the Reserved Water Rights Compact Commission. We 
know, based on the examination of each basin ... what
INTERVIEW
resources are there. An inven­
tory of threats that are posed 
would certainly be worthwhile. 
Whether or not it’s something 
that we could afford is another 
question.
MBQ: What is your time line 
fo r in form ing the public, 
work ing with the legislature, 
setting up an election and 
im plem enting a sales tax, if 
it is approved by Montana 
voters?
Racicot: Our plan assumes a 
sales tax proposal would not be 
presented until June of 1993— 
earlier if there’s proper dialogue 
and opportunity for public 
examination and comment. And 
by earlier I mean sometime 
within the legislative session, 
recognizing you’d have to have 
very fortunate circumstances to 
do that. So our plan is premised 
upon a June vote.
MBQ: And if it passed, 
fo llow ing the June vote, 
when is the earliest it cou ld  
be implemented?
Racicot: Early calendar year 
1994.
MBQ: Over the past decade 
M ontana’s natural resource 
industries have contributed 
a declin ing portion  o f  total 
state revenues—from  about 
24 percent in 1983 to about 
11 percent in 1990. How  
much o f  the revenue from  
your p rop osed  sales tax 
cou ld  be used to offset such  
declines? H ow much to fund 
existing levels o f  state 
government? How much to 
offset reductions in in com e 
o r property taxes? How  
much to fund new o r ex-
“I'm looking fo r  
the creation o f 
job s that allow  
fo r  an expanded 
economy in a 
revenue base that 
properly funds 
our services. ”
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panded services? And what happens if it d oesn ’t pass? 
This is a 40-part question.
Racicot: (laughs) Our plan is based on figures provided by 
the Legislative Fiscal Analyst of, at base, about a $101 million 
deficit each year. Our plan would go  toward reducing that 
deficit. W e’ve talked about targeting $40 million in 
downsizing; obviously you have to dedicate $60 million to 
the rest o f the unfunded deficit. Then we have provided, in 
my recollection, $202 million in tax reductions, broken down 
into the areas of personal property, income tax and real 
property tax reductions, as well as rebates for those in low-
income brackets, 
retirees, and renters, 
because those are the 
people who most 
normally would experi­
ence any regressivity 
with a sales tax.
How much in new or 
expanded services? We 
have not proposed new 
spending pursuant to our
And what happens if Montana voters do not approve a 
sales tax? Well, I’m for Plan A. Plan B is going to have to be 
built around some very painful decisions involving everything 
from more serious downsizing to some increases in revenue.
MBQ: From where?
Racicot: The possibilities get very narrow; cigarette tax or 
excise taxes w on’t address the kind of deficit w e’re talking 
about. I believe the state is obliged in its agreement concern­
ing coal severance taxes. And the taxation policies w e’ve had 
with oil and gas, certainly haven’t allowed that industry to 
prosper. I don’t believe that gambling or hospital taxes 
provide true tax reform.We have to maintain the $10 million 
in cuts already made by the special sessions, downsize by the 
$40 million which w e’ve proposed, then make up the remain­
ing $50 million between revenue and additional cuts. Addi­
tional revenues? Probably income taxes.
MBQ: W e’ve been m onitoring p eop le’s positions 
towards a sales tax through the Montana Poll. W e’ve 
asked the same questions, and over the years, there has 
been a slight increase in the proportion  o f  p eop le who 
say they would support a sales tax. But the degree o f 
support depends on  what kind o f  a sales tax you offer. 
Looking at our latest po ll results, I think the possibility 
o f  a sales tax passing right now  is very, very slim.
Hence our interest in “Plan B.”
Racicot: Well, I haven’t heard anybody that’s announced a 
Plan B. Obviously you’re going to have to be open. You can’t 
issue ultimatums that simply say regardless o f how circum­
stances develop, some particular avenue of approach is 
totally outside consideration. That approach doesn’t represent 
people very well. But the point you make is the very point I 
make: the earlier we consider this issue the better off we are, 
number one. Two, the people of Montana don’t like balanc­
ing the budget with bandaid approaches. Three, we must 
determine what are needed and necessary services. Deci­
sions must be made in the context of what’s at stake, and the 
longer you go  beyond the legislative session, the more you’ll 
lose the context. Plus, if the session doesn’t produce a lasting 
solution, you w on’t get dispassionate judgment at the polls.
MBQ: You talk about $40 m illion worth o f  downsizing 
as the best case scenario o f  the sales tax passage. How 
many job s does that amount to? H ow many job s would 
the w orst case scenario entail?
Racicot: I don’t know how you make that precise prediction. 
W e’re talking about conversions to technology, like interac­
tive voice technologies, imaging, the automated titling system 
we converted to here.
MBQ: That was 30 jobs, you said.
Racicot: But that all happened through attrition. No one lost 
their job as a consequence of implementing that system.
MBQ: You can’t count on  that.
Racicot: No, you can’t.
MBQ: I’m playing that against your stated major 
objective to produce jobs.
Racicot: Well, I’m not talking about government producing 
jobs.
MBQ: No, I know that. But job s are job s at a certain 
le v e l...
Racicot: In my judgment there’s a vast difference. When 
w e’re talking about the foundation on which essential 
delivery systems rely, we are talking about private sector jobs. 
Government can’t create jobs. The only place where jobs can 
be created is from the private sector.
MBQ: But jobs can be lost from  the government sector 
and that counts in the unemployment rate. That
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counts as real suffering.
Racicot: That’s true ... I’m not looking for the redistribution 
of the assets of a few. I’m looking for the creation of jobs that 
allow for an expanded economy in a revenue base that 
properly funds our services. And, you know, that’s part of 
this whole debate. Your points don’t fall on deaf ears, 
believe me. I’m just advocating my particular perspective.
MBQ: What are som e o f  the appointm ents you’ll be 
making to key position s in your administration? If you  
cannot name them specifically, what departments or 
positions are the top six  priorities for you at this point?
Racicot: We’ve already made three key positions: the chief 
of staff, the budget director, and the department of revenue 
so that we can address systems, tax reform and budget. The 
next three that I hope to address will be in the area o f human 
services delivery systems because those are the largest 
portions of the budget, probably SRS, Corrections, and Family 
Services.
MBQ: What criteria are you using to staff your adm inis­
tration and d o  you have a v ision  fo r the dynamics?
Racicot: The answer to the second question is yes. The 
vision is to have capable and competent people who are 
mission-driven and team oriented and want to serve well. 
Those are the criteria I’m utilizing to find competent adminis­
trators.
MBQ: How do you understand the term  “sustainable 
econom ic development?” What role, if  any, d o  you see 
for state government in furthering econ om ic 
development, sustainable o r  otherwise?
Racicot: I think government has a valid and very legitimate 
role in economic development programs. Good, sound 
partnerships already exist between state and local economic 
development units. The problem is, as I mentioned before, 
the seeds of economic opportunity must fall upon fertile 
ground. Given our tax system and Workers’ Compensation 
problems, I imagine that working in economic development 
in Montana is a very, very difficult process. To sustain eco­
nomic development here, we must have a consistent, stable 
tax system that is competitive with those around us. And the 
future challenge for us is not to remain an extraction state ...
I m convinced the possibilities are there.
At some point, we also have to question how large we want 
to be. The industrialization of Montana is not part o f my 
vision. But I do see further small business development.
That s been our history, and it provides jobs we find suitable,
both economically and environmentally.
MBQ: D o you envision additional o r  different program  
directions fo r your state level econ om ic developm ent 
projects?
Racicot: They’ve been quite innovative down there. And of 
course, w e’re always open to any suggestion for improve­
ment. But the relationship between the state and the Depart­
ment o f Commerce and the local economic development 
units is, as I say, very sound and stable. We have to make 
certain there’s a single point of service and w e’re getting the 
best value out o f every dollar.
MBQ: Last question: To what d o  you  attribute your 
win? What d o  you think Montana voters w ere saying 
with their votes fo r you?
Racicot: There were non-traditional coalitions involved in 
the campaign, and unpredictable elements. A Democrat 
proposing a sales tax is non-traditional. The issues too— 
gambling, private property rights, abortion, tax reform, 
government spending—were all very difficult and sensitive.
So it’s very hard for me to pinpoint what ultimately made the 
difference. ■




jLn Montana, natural resource and manufacturing jobs 
have been declining while service sector jobs have been 
rising. A similar restructuring has been taking place at the 
national level too, due in part to technological change and 
deregulation. Today, both the Montana economy and the 
American economy as a whole include proportionally greater 
and more diverse service sector employment than they did 
even fifteen years ago.
At first glance, this state of affairs seems plainly depressing. 
For when we think of service sector jobs, we tend to think of 
jobs that pay poorly and offer few benefits. But the services 
sector consists o f a rapidly diversifying group of industries, 
some of which pay very well—and, it must be noted, require 
at least some college or professional certification. What are 
some of these “high-paying” service sector jobs in Montana? 
Where are they located? Are they a growing segment of the 
state’s economy? The following profile examines economic 
activity in one high-paying segment of Montana’s services 
sector, Professional Services. But before we begin, a few 
caveats are in order.
by Jim Sylvester and Marlene Nesary
Professional Services, which includes activities such as 
engineering, accounting, research, and public relations, is a 
new industrial category. The Office o f Management and 
Budget added Professional Services to its Standard Industrial 
Classification (SIC) system in 1987, and proprietors them­
selves select the SIC designation through which they report— 
conditions that may be affecting our data in unpredictable 
ways. In addition, data for the self-employment portion of 
Montana’s Professional Services income is somewhat sketchy. 
Nevertheless, the following profile is, we feel, a necessary 
first step in analyzing this important segment of the fast­
growing services sector.
Composition
The new Professional Services category includes four 
major components: 1) engineering, architectural and survey­
ing services; 2) accounting, auditing, and bookkeeping 
services; 3) research, development and testing services; and 
4) management and public relations services. It does not 
include doctors and lawyers; health and legal services are
Figures 1 & 2
Covered Wages and Salaries in Professional Services 
by Component, Montana, 1991
Wages and Salaries per Worker in 
Professional Services, Montana, 1991
Source: Montana Department of Labor and Industry, Research and Analysis Bureau.
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classified separately. As Figure 1 shows, each component 
accounted for about a fourth of Montana Professional Servic­
es' total 1991 wages, salaries, and employment.
Figure 1 data reflect only those wages and salaries covered 
by (and therefore reported to) the state’s unemployment 
insurance system. How many other Montanans may be 
deriving self-employment income from Professional Services 
is difficult to estimate because the state does not collect 
industry-specific self-employment data.
However, every five years, the federal government con­
ducts a census of various SIC categories for the states and 
releases data concerning both covered employment and self- 
employment; it did so for the new Professional Services 
category in 1987. (See Figure 4.) For that year, slightly more 
than one-third (more than 2,100 jobs out of about 6,100 total) 
of Montana’s Professional Services employment was self- 
employment, or sole proprietorships. Since then, Montana’s 
covered employment in the industry has grown from nearly 
4,000 to 4,700, an increase of about 18 percent in five years. 
We don’t know how fast self employment has grown over the 
same period. Another federal census of the industry will be 
conducted in early 1993, but the results o f that probably 
won’t be available until 1994. About 15 percent of those who 
file Montana state taxes (or approximately 30,000 persons) 
also file a federal Schedule C for self-employment income, 
but these filers have not been analyzed in terms o f SIC 
designation.
Earnings
As shown in Figure 2, Professional Services wages in the 
state are relatively high compared to other service sectors and 
to overall statewide wages. Professional Services pays average 
covered wages and salaries of $25,643 per year in Montana, 
well above the average statewide figure of $17,730. A few 
components of Professional Services earn on average less 
than the statewide figure for all industries. But these lower- 
paying components—surveying, social research, and public 
relations services—amount to only 5 percent of all Profession­
al Services activity in the state.
Overall, Montana’s Professional Services account for only 
about 6 percent (4,700) o f the state’s total covered service 
employment, but 11 percent ($233 million) of total service 
labor income. That pattern holds true nationally as well, 
where Professional Services account for 9.6 percent of service 
sector jobs, and 16 percent of service labor income.
Distribution
Figure 3 shows that Yellowstone, Missoula, and Lewis and 
Clark counties have the largest concentration of Professional 
Services jobs. Moreover, industry is more diversified in these 
counties. Accounting and bookkeeping services are usually
Figures 3 & 4
Geographical Dispersion of Covered Employment in 
Professional Services, 1991
Sources: Montana Department o f Labor and Industry, Research and 
Analysis Bureau; U.S. Department o f  Commerce, Bureau o f the Census; and 
The University o f Montana, Bureau o f Business and Economic Research.
Geographical Dispersion of Nonemployer Establishments 
in Professional Services, 1987
Source: U.S. Department of Commerce, Bureau o f the Census, 1987 
Census o f Service Industries.
available in even the smallest trade areas of the state. But 
biotechnology firms, testing and research laboratories, 
construction management and other specialized segments of 
Professional Services have located primarily in the larger 
communities.
Cascade, Butte-Silver Bow, Gallatin, and Flathead coun­
ties—encompassing Montana’s other major cities -  have a 
smaller presence. Butte-Silver Bow’s Professional Services 
employment is concentrated in one large engineering firm,
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Figure 5
Average Annual Percent Change in Earnings 
in Professional Services, Montana, 1988 - 91
Annual Percent Change
Source: U.S. Department o f Commerce, Bureau o f Economic Analysis, 
Regional Economics Information System; and The University o f Montana, 
Bureau o f Business and Economics, Economics Montana.
MSE Inc. Cascade County’s activity mostly consists of smaller 
engineering firms and accounting services. Employment in 
Gallatin and Flathead counties includes many small firms 
performing a variety of Professional Services. Across the rest 
of the state, industry activity consists primarily of very small 
(one- and two-person) accounting firms. Two notable 
exceptions exist: Ravalli County (fairly close to Missoula) is 
home to Ribi Immunochem, a good-sized biotechnology firm; 
and within Richland County’s borders are several engineering 
firms allied with the oil industry.
We’ve also graphed the distribution of Montana self- 
employment activity in the Professional Services industry 
(Figure 4). As noted earlier, the latest self-employment data 
comes from a 1987 federal census. At that time sole 
proprietorships accounted for about one-third of Montana’s 
Professional Services job activity, most o f it concentrated in 
Yellowstone and Gallatin counties, and in Western Montana 
generally. If self-employment activity in this industry follows 
Montana’s recent population and trade center trends, we may 
expect further concentration in the western part o f the state.
Growth and Change
The federal Bureau of Economic Analysis (BEA) routinely 
estimates annual earnings for each SIC designation. It has 
reported on Professional Services since 1988. The BEA’s 
estimates include both wages and salaries from covered 
employment, and sole proprietorship income, and are based 
on data from a number of sources (such as the census cited in 
our Figure 4, and IRS data). We’ve used BEA data to estimate 
recent earnings changes (after adjusting for 
inflation) in several Montana subregions.
A varied picture emerges, as shown by Figure 5. Between 
1988 and 1991, the state’s overall earnings from Professional 
Services activity grew by an average of 1.8 percent per year. 
However, that miniscule statewide growth rate masks some 
wildly divergent local situations. Note that Missoula County’s 
Professional Services earnings have surged about 15 percent 
per year since 1988. Other areas in Western Montana also 
experienced solid growth levels—between 6 and 8 percent 
per year. North central Montana’s Cascade County was right 
up there too, with a 5 percent per year increase.
Interestingly, Gallatin County, which was one of the few 
growing communities in the 1980s, saw only a modest 3 
percent per year increase in Professional Services earnings. 
Moreover, growth was essentially flat in Lewis and Clark and 
Yellowstone counties, both populous areas, but located in the 
central and eastern portions of the state.
Growth rates among nonurban areas also differed widely 
across the state. The nonurban west saw a substantial 
increase of 8 percent per year. The nonurban southeast also 
grew steadily, at about 3 percent per year. But the nonurban 
northeast experienced a drastic decline in Professional 
Services earnings over the past three years—over 15 percent 
per year. This decline may reflect two factors: a sparse and 
very widely scattered population in northeast Montana; and 
the general trend (detailed by Larry Swanson in the Autumn, 
1992 MBQ) toward consolidation of commercial activity in 
larger trade centers.
Summary
As w e’ve seen, there are relatively few Professional 
Services jobs in Montana, but the wages are well above 
statewide averages. Consonant with other trends in popula­
tion and economic activity, industry growth appears to be 
concentrating in Western Montana.
Such generalizations, however, must be approached 
cautiously. Unlike many industries, Professional Services 
includes a significant portion of self-employed individuals, 
workers whose activity and earnings are notoriously difficult 
to track with current data-gathering systems. If Montana’s 
1987 proportion holds true (one-third of all Professional 
Services activity attributable to self-employment), the state­
wide industry may be considerably larger, and/or be distrib­
uted much differently than current data suggests. Given the 
widely-held assumption that most measures underestimate 
self-employment activity, it seems unlikely that the overall 
size o f Montana’s industry is any smaller than our data 
suggest. ■
Jim Sylvester is an economist with the Bureau. Marlene 
Nesary edits the Montana Business Quarterly.
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Readers of the Montana Business Quarterly are 
welcome to comment on the MBQ request eco­
nomic data or other Bureau publications, or to 
inquire about the Bureau's research capabilities.
The Bureau of Business and Economic Research is the research and public 
service branch of The University of Montana’s School of Business 
Administration.
The Bureau is regularly involved in a wide variety of activities, including 
economic analysis and forecasting, forest products industry research, and survey 
research.
The Bureau’s Economics Montana forecasting system is an effort to provide 
public and private decision makers with reliable forecasts and analysis. The 
program is cosponsored by the Bureau, the Montana Legislature, and the Office 
of the Governor. These state and local area forecasts are the focus of the annual 
series of Economic Outlook Seminars, cosponsored by the Bureau and 
respective Chambers of Commerce in Billings, Bozeman, Butte, Great Falls, 
Helena, Kalispell, and Missoula.
The Bureau also has available county data packages for all Montana counties. 
These packages provide up-to-date economic and demographic information 
developed by the Bureau and are not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans 
about their views on a variety of economic and social issues. It is cosponsored by 
the Bureau and the Great Falls Tribune. In addition, the Bureau conducts 
contract survey research and offers a random digit dialing program for survey 
organizations in need of random telephone samples.
The Forest Industries Data Collection System, a census of forest industry 
firms conducted approximately every five years, provides a large amount of 
information about raw materials sources and uses in Montana, Idaho, and Wyo­
ming. It is funded by the U.S. Forest Service. The Montana Forest Industries 
Information System collects quarterly information on the employment and 
earnings of production workers in the Montana industry. It is cosponsored by 
the Montana Wood Products Association.
The Bureau’s Natural Resource Industry Research Program enables the 
Bureau to continuously monitor Montana’s natural resource industries and 
improve the public’s knowledge of them and their roles in the state and local 
economies. This program provides easily accessible information about all the 
natural resource industries. Sponsors are the Plum Creek Timber Company, 
Montana Wood Products Association, and American Forest Resource Alliance.
M O N T A N ABUSINES^UAKTERUT
Use this form to order Montana Business Quarterly, to extend your subscrip' 
tion, or to file an address change.
Name
Mailing Address
I ] One year: $20.00 
[ ] Two years: $35.00 
[ ] Three years: $50.00
[ ] New order
[ ] Renewal 
[ ] Address change
|p---------------------------------------—----------------- ;------  (For Change of Address or Renewal
State Zip Attach Old Label Here.)
Send subscription to:
Bureau of Business and Economic Research 
The University of Montana 
Missoula, MT 59812
Second Class Postage 
Paid
Missoula, MT 59812
M O N T A N A
BUSINESS QUARTERLY
Bureau of Business and Economic Research 
The University o f Montana 
Missoula, MT 59812
